NCGA Economy Development
Oversight

October 6 2011
Brent Lane, Director
UNC Center for Competitive Economies (C3E)

KENAN-FLAGLER BUSINESS SCHOOL

]
;
an
-
=
=
-
Q
-
Z
3
@)
~
-
@)
~
@)
Z.
-~
o
'S
&
o
m
=
\Z




Key Points

» Deal with the economy we have
« NC economy is big and hard to affect
» You spend $$$$ on economic development

» Economic development “success” isn't the
same as economic success

* QOverseeing economic development programs
IS not enough
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Deal with this Economy

GDP=C+I1+G+(X-M)

§ § C = Consumer spending (70%)

Ef 'é I = Investment (17%)

g S G =  Government (20%)

2 E: X-M=  NetExports (-7/%)

\ 30 years of stimulus through debt




depends on economic
growth

i3 Economic growth

2 3 depends on consumer
spending
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Household debt ratios lower, but still well above historical averages
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Sources: Federal Reserve Board, Haver Analytics, as of 9/1/2011
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Housahold outstanding debt as a percent of seasonally-adiusted gross disposable income, at an annual rate
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NC’s Economy is Big

» Population of 9.55 million (10t S |
» Workforce of 4,500,000 |
» GSP of $407 Billion (10™) >GA, P

M|, MA since 2003

+ NC = 24 |argest national
economy
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NC Economic Development

Our capacity to effect NC economy is limited
= NC has 500,000+ businesses

= Direct assistance possible to only a few thousand
companies

= Targeted incentives to a few dozen firms

= Just 1% gain in employment requires creation of
45,000+ new jobs

= Even great success can be insufficient
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NC Economic Development Spending
(Cumulative)

$7,000,000,000

$6,000,000,000

$5,402,783,885

$5,000,000,000

$4,180,679,410

$4,000,000,000

$2,917,405,768

$3,000,000,000

$2,000,000,000
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NC New Industry Announcements
494 from Jan 2009 to June 2011
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IEFJSPAH NEDICAL DEVICES & EQUIPMENT » EERMANT = CHINA
TAR OFFICIAL PARLICATION OF THA AMDUATHIAL ANART MANAGEMEAT CORACIL

North Carolina Ranked

“Best Business Climate”
9 of last 10 years
by Site Selection
magazine

THE 2010

Busmess Cl|mate

capital investment | (S
is forecast forthe =~
southern U.S.
Once again,
North Carolina
is the region’s
hot spot.

North Carolina
Tennessee
Texas

Virginia

South Carolina
Georgia

Ohio

Indiana
Louisiana
Alabama
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http://www.siteselection.com/ss/issues/2010/Nov/Cover.cfm

SITE

SCTION
COMING IN NOVEMBER 2011

Where Is the Best Climate
For Business?
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The Right Success?

Despite the accolades of the last decade.....

- Job creation not keeping up with workforce

- Job growth, unemployment, poverty worse than US
- 45" in wage and income growth

« NC falling further behind US in per capita income
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NC Performance 2000-2010

B Employment ™ Workforce

4,464,112

3,500,000
2000 -
20012002 5003
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NC Performance 2000-2010

M Labor Force ®M Employment

253,343
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NC Performance 2000-2010

NC v. US Employment Growth

-
@)
O
o =
o
W
v
n
w
=
v
-
o
o2
w
wd
O
<
-
L.
<
<t
=
w
AV

-
-
a»
-
23
(=W
-
Q
-
.
z
]
@
o
!
@
[
@
Z,
ey
o
&
=
o
m
>
\Z

@




2010

]S Unemp.

-
-
-
N
Q
(&)
=
C B
3 :
-
3 |
=
Q
0.
&)
4

TOOHOS SSANISNG ¥3TOVI4-NVNI)
TIITH TAdVHD LV VNITOYVD HILYON 40 >.:m1m>_2\\\




Poverty
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Is it Really the Economy?

'S THE ECONOMY
stupiv!
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What is the goal of NC economic devélopmeht
and how should we keep score?

GDP

» Stock market

» Economic development “announcements”
« State revenues surplus/deficit

* Unemployment %

NC per capita income relative to US
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Success and Failure

NC Per Capita Income as % of US
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1997:92.88

93

o al
1989:89.08 /

89 ‘///”’,——*‘\\_,_l
87

85

19]3: 83.14
81 // \/\’\J—/

1982: 81.44

-
O
O
- =
O
W
v
v
w
=
v
o
o0
oz
w
-
O
<
-
.
<
<t
=
w
"4

79

77

]
-
a»
-
u
(=W
-l
Q
-
z
]
@
(o
!
O
[
Q
pd
ey
o
p
&
o
u
=
\Z

75

1969 1972 1975 1978 1981 1984 1987 1990 1993 1996 1999 2002 2005




NC Performance 2000-2010

NC vs US Per Capita Income Growth

1991 1993 1985 1997 1999
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NC vs. US Wages

Ag, Forestry, Fishing
® Mining
m Utilities
m Construction
® Manufacturing
m Wholesale Trade
m Retail Trade
® Transportation
® [nformation
m Finance
m Real Estate
m Professional Services
m Company Management
®m Administrative
m Educational
m Health Care
Arts & Entertainment
m Hospitality
m Other
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NC vs. US Wages by Industry
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«  NC Economic
Development Board

NC vs US Per Capita Income

etC 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009
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50 Years’ Progress at Risk

- NC per capita income grew from 79% of US’s in
1969 to more than 93% of US’s in 1997

- Since 1997 NC's per capita income has fallen to
87% of US, back to its 1986 level (25 years ago)
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It’s the Income, Stupid!

Focus on actions and policies to increase
income

Tax code optimization

Economic development focus on re-employment
Jobs-based economic incentives

High impact infrastructure investment

Quality graduation rate gains

Effective early childhood education
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Legislative Oversight
Function

Regular and informed assessment of NC
economic goals achievement

* Define NC economic goals and measures
» Update state and regional economic data

» Align state policies and program missions with
strategic economic objectives

= Assess economic goals progress
* Active legislative leadership and commitment
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Oversight
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